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'Dear Sir or Madam: 

We have considered your application for recognition of exemption from Federal 
income tax tmder section 501 i c ) ( 3  1 of the Internal lievenue Code. 

You were inc~rprat~ed on in the State of . According to 
your Articles of incorporation. your ylrroses are to prepare and diatribute 
educational materials relatin8 to con~piters: condtict research: 
foster the sharing of compter information: assist users of the  family 
of computer languages and relate4 produ~ts in the use of such: encourage 
cooperation among users: foster channels of comm~inication between users and 
vendors. 

Your newsletters provide information on . and.. ... Your 
membership directory i a  a list of  users. so that members can locate people 
and facilitate the exchange of information between fellok- usere. It also lists 
corporate members with a listing of their products and services. 

In your letter of you explain that all manufacturers have a 
 type system -d that  calls theirs . and the your organization was 

established to provide an educational and support mechanism to individuals md 
organizations interested in the  operating aystems technologies. You adviae 
that thia operating ayatem runs an many different computers from many different 
ccjmpsnies . 
In an effort to deny that you are not promot,ing an  product. you advise that 

  have an agreement to pool technology to produce hardwarn 
and software from which all e companies would benefit.. This consortium will 
be called the . an9 will consist of 's  operating 
system with s interface. You empilasize that the  operating aystem is 
available for and n m a  on cc~mrutera froel multiple manufacturers. not only
hardware. 



You state that althugb you uao the tradmark  in your name. you are not 
saaaciated with . 

Your newsletter sadtea that yaw. mission is to provide an environment where 
uaers can exchangs informtion and ideas to maximize their investment in  
system. It refem to &livering inpit from  cuatcmera to . It atatee 
that s cwtawrs baob o m  af straw kind of system, and they want the  

 to be tb glue to tie them together. In your letter of  
. you state that the p x p  is w i n g  to the  environment described 

4bOVp as a consartius. There is no information on other nranuf- -ttlrers. except 
as a report on amrket share. 

We had requested that you suppiy riaarple agendas for your meting, but you stated 
they were unavailable. O r j g i ~ l l y ,  you supplied ju.? one showing  
rc?prassntatives. Your brochure states that aa advantage of membership is 
t imnthly meetings offering prescntatidns from support personnel.  
;.,f*,ware vendors and users. Three agendas su'mitted subsequently shewed talks 
#,n  by other persons. not personnel. 

Y~u newsletter states that the organization has affiliated with 
E. another organization of uaers of information system3. This wili give 

member3 riccpss to the procesa for submission to requirements to con~-.erninq 
prtxiuct.s. sorvices and strategies. 

3ect,ic)n 501tc i  of the Cade describe8 certain organizations exempt from Federal 
income tax under section 50lfa) and reads, in part, as follows: 

'(3.1 fhrpcrations.ru' fwd, or foundation. organized and owrated 
exclusively for religious, charitabie. scientific. *** literary. or 
+ri~~cat,ional purposes. or to foster national or international amateur 
sprts competition (but only if no art of its activities involve the 
provision of atbletic fscilitier, or equipnent). or for the prevention of 
crtlelty to children or a n h l a .  no part of the net earnings which inures to 
.,he benefit of any private shareholder or indivihal. no substantial part 
~f the activities of which is carrying on propaganda. or otherwise 
attempting. to influence legislation (except as otherwise provided in 
subsection (hl'l. and which does not participate in. 3r intervene in 
[including the plbliahing or distributing of statements). any ~slitical 
camfaign on behalf of any candidate for pubiic office." 



:action 1.501(c)t 3)-1 of the regulatio- ~rovidea .  irh ~ t -  follows: 

' ( d )  f I ) (  i I 1 An or~.t?i zatjgn is not o r~anized  o r  operated e%Cfu8ivdy for one o r  
more of the  y : p s e e  syecif ied in  aukfiviaion C i 1 of t h i s  subparagraph unless it 
serves a public ra ther  than a private intereat .  Thus. to -t the requirement 
of t h i s  subdivision, it ia  necessary for an organization k, eatabliah tha t  it is 
nq t  organized or  operated for  t h e  ' ~ n e f i t  of private intereats 8uch as 
designated individdals. the creator or his  family. shareholders of the  
organization. o r  persons cs~llt,r(.,iled. ijirvectly or  indirectly. by SUC!. pr ivate  
intereatfi. " 

FKevcnue 2ul ina 74- i 16. 1974- ; c. B. 127 dejcribes an organization whose membership 
i3  limited t o  orqanizatictnn that. own. rent. o r  use a specific type of computer 
artd whose activitie~ are &-signed t o  keep member8 informed of current ac ien t i f  i c  
3 r d  technical data r ; i  s ~ d : ( . i s ;  in t r res t . - to  them as  users of the computer. and 
. i t;~t,rs t,:?l;it the ;~rg,31,';3%: j ,;,fi : ,'j r,r,+, ~ s r m p t  under section 501(~ ) ( 3  1 of the Code. 

.-a Xrvenue R 7 ~ 1  i n g  7 4 -  147. 1974- : ,:. 5 .  , ,,n describes an organizat-ion whose mercbers 
represent diversified businesscas t.nat, own. rent. or  lease digital  computers 
prodl~ctn by var i 011s manufactr;rczra. ~~rganiza t ion  to improve the ef f ic' nncy of its 
members ' use  of conput.ers. ql;;ti i f  its5 f o r  exempt,ion under code secticm 501(c ) (6) 
rjf the G ~ d e .  

{in the basis of the irrfomati~,~i supplied. we have concluded that  you a re  not  
operated exclusiveiy for one or  mop= plrposeo as speciffed in section 501(c)(3) 
of the  %de. Although there ia  an educational aapect Y O U  organization. the  
primary purpose is tc supply a service t o  the users of  system. 
Although you a r e  not ieqaliy supported by with a contract or agreement. your 
purpose is t o  provide information and service to only Or18 operating system. ljke 
the orqganisation in  Revenue Ruling 74-116. Although your laembership is open t o  
a l l .  snly persona witah the  svstem would have reason join. 

' f e - n ~  are not  l i k e  the organizstion in Revenue Ruling 74-147, which provides 
informirt ion on a l l  types of yr,silucts by varioue manufacturers. Although t h i s  
c~rganization was exempt under s c ~ t  jon 501(c)I 6 )  of the Code r a ~ h e r  than 
54 1 l c ) ( 3 1 ,  we use this t o  i 1 luatra te  the tm of operation required to  preclude 
r,rlv;lt,e b n a f  i t . 



--t-

'rn~ t::s.ct that your product. is compatible wit.h the equi~nt of many
:J1i'inUfacturllil does not c.:han,e the fact that you are PMting a product. You are,
pr-omr.J",ing '3 1I1)pP.~ating system, The fact that. has entered into a
consor-t 111m t,) iurtnpr ita IMriteting does not change t. e fact that the
()ri!aILlzatirJn is IJrrl1llOtin .me type of operating 8ystem. You state all
manufacturers hav'!:: '"t type systea. but you tsre not providing educational
info~~ion ortlll·s or *8 or any other manufacturers's sYstem.
on i v =L 7:'"Ie fact th",~ is Wl ung to.li.cen.3e other manufacturers to use
II ""r'V~;) t,-: fl1r~:n~r N.mfinn that it is an • 'JI"adeaarked and licensed
pr'>dclC t • ''In\i r. 'Jr. 'i t,r;jr1'.1r-t '-if '-Jthe-r m::lnutactllrers. as you claim.

~~~0rnir.~:y. it is h~ld t~t you are not entitled to eXemptl0n from Federal
illr-'-)IlIO<- ~!'iX .=ts .=tn '-)r'J~nl7.rttion described in section f,01(cH3) of the Code. and
YO'l ~r~J r~quir"."d 1'-" filf' r'....:ier"1 income tax returns on Form 1120.

: f ,."llJ·J I"', ': ':l~r'·:,~· .. 1 tr, :ne:.;.' conc lus iona , you mav... i th ir, 30 days from the
'-1':'·":-J: thiz, i.wtt":'C'. f~ j,p in 'juplicate a brief of the far:-t3. law. and arllUDent
t.h:lt :'~I"-'irjy ,-;et3 for·,h y··mr f.'05ition. If YOU des i re an or-al discussion "f zhe
i asue , f>:F:as,," in,lk"'tt~ tl'i.:::» in ~·()ur· prc)test. The enc i oaed Publication 892 ({",vea
iT.:, t ['1..•.- ., i :m3 !rJl' r':' i In;?: ...,S t'''''' • est.

I f V(_,,~ arJ no t f i 1,,:, a pr·':tr:st. WI '.~'. ":•. ., office wi thin 00 davs of the date of this
r~·;.'()rt N' l~t~,>?r. this proposed ietermin~tiCJn will become final.

i f "'-'ll rj.) no; prrJt;~st this pr-oposed determination in a timely manner. it will be-
r.·on3i,j~re-d by the Int.l'~rnal Revenue !:"Xie as a failure to exhaust available '.
::tdm;nlstNlti·...e r"'medie",. 31':ction 74~u, ... ,;;(.~ of the Internal Revenue Code
;.C"wides in ;..=trt that. 'A declaratory .;udgment or decree under this section
shs l . not. toe iSSlJ/::.·\'] in any proceeaing unless the Tax Court. the Court of Claims.
or tllf" distri-::t cour-t of the Hni ted States for the District of Columbia
,i~t~~ines that the 0r,Anlzation involv~d has exhausted administrative remedies
1Jvail<'1ble tv it within the Internal Revenue Service."

if t h i s (It?t~rnllnati0n l;:;t,te'{' becomes .:I final dto::terminatiol1. we will notify the
~r.'f.,r-·!r.rj~r,e St,:s.te CfflCi~13. 09.S required by sec t i on i3104(CI of the Code. that
iJa~'>F~,iAI to": i nformat ion we hhVA. we are unable T,',) r-ecogn i ze vou as an
,)rii:1~ni~;;lti')r. ,-d the ~,yJ~ de.3crib~~d in C'.o.:ie aec t irn ~i)l((;l\::,:.




